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This thesis studies the model and valuation of Multi-asset call option with credit
risk under different conditions. Taking exchange option and compound option as ex-
amples,the closed form solution with credit risk of these two options are given.
First,this paper generalizes the basic theory of option pricing,such as common
option,multi-asset option and option pricing with credit risk.Over the years,many schol-
ars are committed to the study of common option’s pricing with credit risk and the
assumptions of model are also becoming more reasonable,but these studies are sur-
rounded with a single asset options.while for multi-asset options’ pricing with credit
risk ,there is few scholars to study.
Under the basis of predecessors,the paper make the model of exchange options
and compound options’ pricing with credit risk.Through a series of mathematical treat-
ment,the paper solve the model and get the pricing formula and closed solution of these
two options with credit risk.In the process of exchange options pricing ,to simplify
the calculation we firstly reduce the dimensional from four-dimensional to three.In the
process of compound options pricing,the holders of the compound option may suffer
two default risk:one is from direct competitors (compound option’s seller), another is
from indirect counterparty (as a seller of the underlying asset of the option ).To sim-
plify the calculation,the paper only considers the default of indirect counterparty. Our
hybrid framework is fully general in both intensity and recovery rate depending on the
firm value.It is therefore a firm value model with a bankruptcy process determining
the time of default. We describe the process of default by a doubly stochastic Poisson
process,and assume that the intensity process λ of Poisson process follows an mean-
reverting process.And suppose that default intensity processλcorrelates mutually with
the diffuse processes of the under-ling asset price and the value of the firm.By apply-
ing equivalent martingale measure transformation derive the closed form solution for
vulnerable options.
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